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ITALIAN KEY ECONOMIC INDICATORS 


Values in US$ millions; period averages unless otherwise indicated. 
Percent change over previous period in lire unless otherwise indicated. 


Exchange rates, lire per dollar: 


1986--1491; 


1296--1987; 


1250--1988; 


1351 and 1169--end-year 1986 and 1987; 1237--Jan-Apr 1987; 1980 


values--855. 
1986 


INCOME, PRODUCTION, EMPLOYMENT 

GDP (Current Prices) 

Per Capita GDP (Current Prices) 

GDP (Constant 1980 Prices) 

National Income (Current Prices) 
Plant, Equipment and Transport 
Investment (Constant 1980 Prices) 
Indices: 

-Industrial Production (1980=100) 

-Avg. Labor Productivity 

--(in Industry) (1982=100) 

-Avg. Industrial Wage (1982=100) 

-Labor Force (’000) 

-Avg. Unemployment Rate 

--(percent of Labor Force) 


605,123 

10,570 
510,913 
562,217 


of, £13 
99 .<1. 


117.5 
149.2 
23,467 


114 


MONEY AND PRICES 

Money Supply (M2) (end-period) 
Interest rates (%, end-period) 
-6-month Treasury Bills (end-June) 
-Prime Rate 

Price Indices: 

-Wholesale Prices (1980=100) 

-Cost of Living (1985=100) 


455,327 


9.6 
13.0 


171.0 
106.1 


BALANCE OF PAYMENTS AND TRADE 
Bank of Italy Intl. Reserves 
Commercial Banks’ Forgn.Position 
(Reserves & Position at End Period) 
Balance on Current Account 
Balance on Trade Account 
Exports, f.o.b. 

U.S. Share 
Imports, c.i.f. 

U.S. Share 
U.S.Invstmnt.in Italy(End-Period) 


45,451 
-21,832 


2,543 
-2,457 
97,472 
10,465 
99,929 

5,683 

6,987 


1987 


758,175 

13,219 
526,780 
699,920 


63,694 
103.1 


122.6 
158.8 
23,669 


12.0 


567,934 


10.1 
23.0 


175.6 
110.9 


63,541 
-29,882 


-992 
-8,597 
115,996 
11,154 
124,689 
6,650 


pct 


1988(e) pct 
chg(e 


853,920 
14,857 
544,164 
788,085 
69,426 
107.7 
he Be 
165.1 
23, 723 


12.4%** 


521,968 


10.6 
12.6 # 


180.6 
114.9 


4.2% 
4.9## 


57,682 # 
-30.616 # 


-3,200 
-5,764* 
39,891 
na. 
45,655 
n.a. 


MAJOR U.S. EXPORTS TO ITALY, 1987 ($millions & percent change over 1986): 
Total, 6,650 (+17.0); of which mechanical products, 2,167 (+23.4); 
chemicals, 837 (+18.8); food & agricultural products, 639 (-18.8); 
transportation equip., 661 (-10.8); and energy products, 632 (-3.0). 


MAJOR ITALIAN EXPORTS TO UNITED STATES,1987 ($millions & percent change 


eee ee 


over 1986): Total, 11,154 (+6.6); of which mechanical products, 2,351 
(-4.3); textiles & apparel, 2,270 (+2.8); metals, 1,333 (-1.4); 
transportation equip., 1,314 (-23.3); and chemicals, 682 (+22.0). 


SOURCES : 


Institute for the Study of Economic Activity). 


ISTAT (Italian Central Institute of Statistics), Bank of Italy 
Government Economic Report and Economic Forecasting Report, ISCO (National 


1988 National Accounts 





SUMMARY 


Italy’s gross domestic product (GDP) rose 3.1 percent from 
1986-87, a larger increase than had been expected. Domestic 
demand expanded even more rapidly, resulting in a 10 percent 
increase in the volume of imports. Export volume did not grow 
apace, causing the current account of the balance of payments to 
swing back into deficit. Strong growth of investment in 
equipment and private consumption has continued into 1988. 

The former results from high company profits and anticipation of 
continued growth of consumption. Nonetheless, investment is 
directed more at increasing productivity than expanding output. 
The jump in consumption outlays results from increased household 
disposable income due to the generous wage settlements granted 
last year. Domestic demand should expand this year at close to 
4 percent, with domestic output up at or somewhat below the 
1986/87 rate of increase. Italy’s high marginal propensity to 
import will continue, making this market attractive to U.S. 
producers. While the current account deficit will widen once 
more, Italy’s excellent international credit standing and high 
real domestic interest rates should result in adequate net 
capital inflows without the need for recourse to measures that 
would sharply brake economic growth. Many Italians in and out of 
the government believe measures are necessary to reduce the 
public sector budget deficit and the inflation rate of before the 
complete liberalization of short-term capital movements, due in 
mid-1990, and the completion of the European Community (EC) 
internal market, scheduled for 1992. Such measures could result 
in a slowing of the economic growth rate over the medium tern. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Activity, 1987: The Italian economy enjoyed its fourth 
consecutive year of increasing output in 1987. The growth rate 
exceeded earlier estimates due primarily to higher investment in 
machinery and equipment, which rose 11.5 percent from the 
previous year. The investment boom appears to be the result of 
healthy cash flows and continued efforts by the industrial sector 
to upgrade plant and equipment. The initial impetus for such 
investment, which began in the early 1980s, was to increase 
capital/labor ratios due to the high cost of labor. More 
recently, outlays are also being spurred by the increased 
competition expected with the creation of a unified European 
Market in 1992. Construction sector investment continued to 
stagnate. Private consumption also contributed to the strong 
growth in 1987, rising 4.3 percent in real terms. This is the 
highest growth rate achieved in the 1980s, and reflects both a 
boost in real disposable household income, and an increase in the 
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marginal propensity to consume. Real wages increased 
significantly in 1987, due to large nominal pay increases in new 
labor contracts and continued lower inflation rates. 

Strong investment and consumption growth led to a 4.7 percent 
increase in total domestic demand, substantially above the growth 
rate of GDP. As a result, the foreign balance deteriorated. 
Import volume soared by 10 percent, while export growth lagged 
behind at 3.6 percent, below the growth of world trade. 


Money and Credit: Private sector credit surged in the first-half 
of the year, increasing at an annual rate of 12.7 percent through 
July, compared with the 7 percent target. This surge, combined 
with pressure against the lira in late summer, caused the 
monetary authorities to impose a credit ceiling and take other 
measures to slow domestic demand in September. As a result, both 
credit and money supply growth decelerated rapidly and, except 
for credit to the public sector, all monetary aggregates were 
within the revised Bank of Italy target ranges. Real interest 
rates remained high, at nearly 6 percent. 


Public Finances and Fiscal Policy: Fiscal policy in 1987 was 
more expansionary than targeted in September 1986. Though the 
goal was a deficit of 100 trillion lire (10.4 percent of GDP), 
the deficit reached 113.6 trillion lire (11.6 percent of GDP). 
While this represents a decline from 1987 (when the ratio stood 
at 12.1 percent), the government failed to meet its goal of 
keeping the increase in current expenditures to the forecast rate 
of increase of inflation, despite very low growth in interest 
expense. Current outlays were up 6.9 percent rather than the 
programmed 4 percent. Capital expenditures which were slated to 
rise by the rate of increase of nominal GDP (8.9 percent) grew at 
the much higher rate of 12.7 percent. Higher than expected 
revenue (up 8 percent) helped offset these expenditure overruns. 


The government had also planned to pass separate legislation 
providing badly needed reforms in the national pension and health 
programs as well as increasing local government revenue authority 
in order to cut back on central government transfers. But a 
government crisis, which precipitated early elections in June 
1987, prevented these packages from being drawn up. 


Inflation, Wages and Unemployment: Inflation abated in the early 
part of 1987 but by mid-year the month-to-month increases in both 
the consumer price index (CPI) and wholesale price index (WPI) 
began to accelerate. The rise in the WPI reflected a pickup in 
import prices of oil and other raw materials, a sharp increase in 
wages, and a jump in plant capacity utilization rates caused by 
strong domestic demand. The year-to-year increase in the index 
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was 2.6 percent, accelerating to 4.7 percent on a 
December/December basis. The acceleration of the monthly 
increases in the CPI was the result of an increase in value-added 
taxes on certain consumer durables imposed in late August, high 
domestic demand fueled by generous wage increases and a high rate 
of growth of monetary aggregates. The year-to-year increase was 
4.6 percent, while the December/December rate rose to 5.1 


percent. The year-to-year change in the GDP deflator was 5.6 
percent. 


Nominal and real wages leaped in 1987 due to hefty increases 
granted under new private and public nationwide contracts. The 
year-to-year increase in the index of money wages and salaries 
was 6.8 percent for the industrial sector and 8.9 percent for the 
entire economy. Though substantial productivity increases helped 
offset the effects of these increases, unit labor costs 
nevertheless increased by 3.5 percent in the industrial sector 
and 5.9 percent for the entire economy, with consequential 
negative effects for the competitiveness of Italian exports. 


Employment growth practically ground to a halt in 1987. The 
unemployment rate rose from 11.1 percent in 1986 to 12.0 percent 
in 1987 and to 12.3 percent in the fourth quarter. This is the 
highest rate registered in the post-war period. However, 
government figures somewhat overstate the unemployment problem as 
they include, for example, students who are not actively looking 
for jobs but whose names are registered in the Labor Ministry’s 
employment office in order to rise up the priority list for job 
placement, a process which can take years. Still, the 
unemployment rate in Italy is viewed as one of the country’s most 
serious problems, and is particularly acute in the South. Firms 
are reluctant to move there due to poor infrastructure. Those 
firms who, through government incentives, have moved there tend 
to be in declining industries, such as steel. In Italy there is 
a low correlation between GDP growth and the rate of growth of 
employment. Whereas in the United States a 1 percent growth rate 
in GDP results in a 0.9 percent increase in employment, the 
resulting increase in Italy is less than 0.2 percent. 


Balance of Payments: In 1987 Italy’s current account returned to 
deficit after a modest surplus in 1986, with a trade surplus of 
260 billion lire, a services surplus of 100 billion lire, and 
negative net transfers of 1.3 trillion lire. Imports rose 

9.3 percent in value terms, while exports rose only 4.7 percent. 
Import growth was driven by a surge in investment (investment 
goods imports were up 17 percent in 1987), which offset lower oil 
imports. Imports from Europe accounted for 74 percent of the 
increase in imports. Imports from the United States were up less 
than 2 percent in lira value, but up 14.3 percent in dollar 
value. Export volume grew by 3.6 percent, as Italian exporters 
kept the increase in export prices to only 1 percent, 
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significantly below the change in the wholesale price index. 
Exports picked up in the second half of the year, with the 
increase going almost entirely to other EC countries. Chemicals 
and manufactured exports did well while exports of consumer goods 
declined. 


Tourism receipts increased 7.4 percent, reflecting more incoming 
tourists but lower per capita spending (in lire), while Italian 
tourism spending abroad leaped by 35 percent. The net transfers 
deficit decreased to 1.3 trillion lire, due solely to lower 
payments to the EC. The net outflow of investment income was 
over 9 trillion lire in 1987. 


Foreign exchange controls were further liberalized, including the 
elimination of the non-interest-bearing deposit previously 
required for all residents who wished to purchase foreign 
securities. Limits on trade settlement leads and lags, as well 
as on the use of lire, Italian checking accounts and credit cards 
by residents abroad, were loosened. 


Economic Activity, 1988: At the beginning of the year, 
economists were forecasting a small decline in the rate of growth 
from that of 1987. Since that time, the 1987 growth figure has 
been revised upward and indicators of economic activity in the 
first-half of 1988 imply much stronger growth of output and 
demand than had been anticipated. There is some concern that 
domestic demand is increasing at a dangerously high rate that 
could lead to an external payments constraint. Attention is 
being focused on the balance of trade to see if an excessively 
large deficit is emerging. The results through April were 
reasonably favorable, indicating a resumption of export growth. 
Some measures to slow domestic demand growth were expected to be 
introduced in the summer. Assuming these are not of a draconian 
nature, it is likely that the rate of increase of domestic output 
and demand will be roughly the same as from 1986 to 1987. 


Indicators available from the first half of 1988 imply that 
consumption continues to expand at a relatively high rate. 
Households may well be taking advantage of their increased wealth 
to make major purchases, such as automobiles, sales of which have 
reached record highs. Private consumption growth is expected to 
slow slightly in the second-half of the year. Wage increases 
during 1987-88 should lag behind those of the prior period. 
Public consumption should also expand at a slower rate than in 
1987 due to smaller increases for personnel outlays as well as 
for expenditures on goods and services. Offsetting the somewhat 
slower growth of consumption will be a relatively high rate of 
investment growth as well as a jump in export growth. 
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Isco (the semiofficial forecasting institute) published in May 
the results of its semiannual investment survey conducted at the 
end of 1987, which indicate a strong upswing in investment 
outlays (up 12 percent in nominal terms). Of that, 21 percent 
was geared to capacity expansion with the balance being directed 
to plant upgrading. For 1988, the survey results indicate that 
investment will continue to grow at a healthy rate. Of the 
companies interviewed, 61 percent indicated they would increase 
investment outlays, 18 percent stated they would maintain them at 
the same level as in 1987 and 21 percent stated they would 
decrease outlays. The balance between the percentage reporting 
increases and those planning to reduce investment outlays is, at 
40 percent, well above the 23 percent figure from the year 
earlier survey. Investment outlays are expected to be 
concentrated in the basic goods industry and in the mechanical 
and electrical sectors. As in 1987, the largest companies will 
account for the bulk of the increase in outlays. The expected 
trend for investment growth for 1988 in the ISCO survey is 
similar to that outlined in a survey conducted by Confindustria 
(the Federation of Industries) at approximately the same time. 


Italy’s import propensity has been a concern to policy-makers. 
In the 4 years of the current economic recovery, imports have 
increased at a rate roughly double the increase in domestic 
demand. Over the same period, exports have increased 1.5 times 
the rate of domestic output (GDP). During, the volume of import 


growth was 1.7 times the volume of export growth. This points up 
a structural problem facing Italian policy-makers. During 
periods of ecanomic expansion, the propensity to import has 
exceeded Italy’s ability to export. Eventually, economic and 
monetary authorities have been forced to take measures to slow 
the growth of domestic demand so that the gap between the growth 
rates for exports and imports would narrow. 


The current expansion has been prolonged in large part because of 
the improvement in Italy’s terms of trade. The decline in oil 
prices coupled with the decline in the lira price of 
dollar-denominated products enabled Italy to import a higher 
volume of goods without their lira cost increasing. Indeed, 
during 1985-86, the unit value of imports dropped almost 20 
percent. While import prices will rise from 1987 to 1988, the 
rate of increase is expected to be less than for exports, meaning 
that once more Italy’s terms of trade will improve. Import 
volume may well increase at about 8 percent this year and export 
volume at roughly half that rate without creating a 
balance-of-payments problem. This issue is discussed further in 
the balance-of-payments section on page 9. 
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Public Finances and Fiscal Policy: No major improvement in 
public finances is expected in 1988. Though the Goria Government 
(which put together the 1988 budget package) aimed at a reduction 
in the state sector budget deficit to 103.5 trillion lire, a lack 
of consensus on expenditure cutbacks and labor protests led to a 
scaling back of budget deficit targets. The official forecast 
for the state sector budget deficit is now 122 trillion lire 
(11.6 percent of estimated nominal GDP) with a target deficit of 
115 trillion lire to be achieved through new revenue and 
expenditure reduction measures totalling 7 trillion lire ina 
package announced at the end of May. The package is weighted 
more heavily on revenue measures than on expenditure cuts; its 
impact may fall short of expectations. Further indirect tax 
revenue increases are a possibility. Countering this is the 
concern that higher indirect taxes tend to have an immediate 
impact on inflation. This, in turn, hinders Italy’s export 
competitive position and also generates a certain amount of labor 
unrest. One means to escape from this dilemma is to increase 
revenue not by raising tax rates but by broadening the tax base. 
This means, in effect, reducing tax evasion. 


The need for fiscal adjustment is becoming more critical as the 
EC moves to harmonize economic policies in line with its 
objective to establish a unified European Market by 1992. The 
stock of debt, already larger than in other EC countries, is 
growing faster as well, making interest payments a much more 


powerful determinant in the deficit. As a result, adjustment 
will have to rest mainly on the so-called structural deficit 
(that is, the deficit minus interest payments). The government’s 
aim is to reduce the structural deficit to zero by 1992, but it 
has yet to identify the specific measures to attain this goal. 


Money and Credit: Monetary targets for 1988 are similar to those 
of 1987; the principal worry is the size of the government 
deficit, currently forecast to be 115 trillion lire, but assumed 
to be less when the monetary targets were set. The financing 
requirement guarantees continued high real interest rates. 

Bank loans rapidly accelerated after the Bank of Italy allowed 
the ceiling on bank credit to lapse in March. In May, with bank 
loans increasing at nearly a 10 percent annual rate, authorities 
moved to monitor credit more closely by instituting reporting 
requirements and tightening credit in the open market. 
Authorities have thus far used indirect means to control credit 
(interest rates and open market activity), but reversion to 
credit ceilings cannot be ruled out. Also in May, the new 
secondary market in Treasury securities began operation. The 
market, in which about 20 banks offer to buy and sell 20 Treasury 
securities, is intended to increase the liquidity of Treasury 
debt instruments and obtain a better grasp of market forces to 
use as a guide to pricing new Treasury security offerings. 





-9- 


Inflation, Wages and Unemployment: The increase in the CPI as 
measured on a year-to-year basis is expected to be slightly 
higher than the 1987 rate. The government estimated the increase 
at 4.5 percent, but through June it was running at 4.9 percent 
(on a year-to-year basis). Private forecasters put the increase 
at about 5 percent for the year. Wage increases are expected to 
moderate somewhat from 1987 levels. The government’s objective 
is to contain the increases to 5.5 percent in the private sector 
and 5 percent in the public sector. Recent strong labor 
agitation in the latter and a generous wage settlement for school 
teachers are expected to lead to larger increases. 


The government has not published an official foreast for unit 
labor cost increases for 1988. Other forecasters place the 
increase at around 3.4-3.7 percent in the industrial sector. 

This implies continued strong upward pressure on industrial 
prices. Labor costs per unit of output in the entire economy are 
likely to be even higher at 5 percent or more, making further 
reductions in inflation difficult to achieve. 


The government estimates that employment will increase by 

1-1.1 percent in 1988 or about the same rate of increase as the 
labor force, keeping the overall unemployment rate at the 1987 
level (12 percent). With relatively stable economic growth and 
continued sluggish growth in labor demand, it is likely that the 


rate will rise again in 1988. Private forecasters put the rate 
at between 12.1 and 12.3 percent. 


The government’s Employment Plan indicates that real GDP growth 
will have to remain at an average of 3 percent per year in order 
to prevent the unemployment level from rising further and that 
regional disparities will increase unless corrective action is 
taken. Among the programs being pursued by the government to 
address this structural problem are increased public investment 
and the expansion of part-time and apprenticeship contracts. 


Balance of Payments: The current account should remain in 
deficit in 1988, with deficits in both the trade and invisibles 
accounts. If trends in the first third of the year continue, the 
trade account is likely to move from a near balance to a 

4 trillion lire ($3 billion) deficit. Italian tourism receipts 
have been a major victim of the weak dollar, as tourists end up 
spending fewer lire per capita. At the same time, higher 
household incomes and liberalized foreign exchange and capital 
controls are leading more Italians to travel abroad. As a 
result, the traditionally strong Italian tourism balance should 
stabilize in the coming years. Net investment income will 
continue to show a large deficit and the net transfers deficit 
will also increase as payments to the EC pick up. This would 
imply a current account deficit for the year of about $5 billion. 
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Italy should be able to finance a current account deficit of this 
magnitude as its international credit standing remains high. At 
the same time, this does preoccupy Italian officials as it comes 
when controls on capital movements are being liberalized. The 
increasing volume of capital flows, both into and out of Italy, 
are adding a new dimension to economic policy-making. Officials 
can no longer isolate Italy from the rest of Europe or the world 
when making economic policy decisions. The consequences of a 
unified European Market are still to be seen. Italy is committed 
to this market but, at the same time, officials view its arrival 
with some trepidation. 


IMPLICATIONS FOR THE UNITED STATES 


The United States is most competitive with Italy’s other trading 
partners in high-technology equipment, systems and 
services--areas in which Italians recognize superior American 
standards. Among those areas where the Italian market offers 
best prospects for U.S. products are computer hardware and 
software; energy-related systems and technology; equipment for 
the medical, pollution control, and telecommunications 
industries; electronic components for the EDP and defense 
industries; and avionics. U.S. businesses providing the best 
technology, quality, reliability, and service will find Italy a 
rewarding market in these growth areas. The U.S. dollar weakened 
13.5 percent against the lira during 1987, and 30.3 percent in 
1985-87. U.S. goods thus are now significantly cheaper for the 
Italian buyers than in the past few years. 


Computer Hardware and Software: Italy trails other European 
countries in expenditures for EDP hardware (automated electronic 
equipment and data processing systems), but is catching up. 

Local production still cannot meet local demand, however, and the 
Italian market for imported EDP hardware will grow at an 
estimated 14.1 percent through 1990. Minicomputers are in 
greatest demand. Demand for mainframe and large systems also is 
strong. U.S. EDP manufacturers enjoy an excellent reputation in 
Italy. Imports also play a major role in Italy’s software and 
informations systems market, now the fourth largest in Europe, in 
which the United States holds the largest, and a growing, share 
(84 percent). Though Italian-produced software is becoming more 
competitive, U.S. and other imports will continue to find a most 
receptive market in Italy. The U.S. Department Commerce 
continues to sponsor EDP trade missions and exhibitions in 

Italy. These efforts often lead to licensing, agent/distributor 
and joint venture agreements, as well as significant direct sales. 
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‘Energy Systems and Technology: Italian energy policy calls for 
reducing dependence on petroleum through increased reliance on 
coal, natural gas, energy savings and renewable energies. The 
5-year plan of the state electricity utility ENEL calls for 
investments totalling $30 billion over 1988-92, mostly to build 
new power plants. U.S. suppliers of highly sophisticated, 
innovative products and services will find good marketing 
prospects for energy systems, and components licenses and 
technical cooperation, coal handling equipment, pollution control 
equipment, industrial and residential energy-saving, equipment 
and systems for exploiting renewable sources of energy. 


Telecommunications: Italy’s telecommunications network lags 
behind most of the rest of Europe in quality and services 
available, but investments to modernize the sector are increasing 
rapidly. About $30 billion is expected to be spent over 1988-92 
on upgrading and expanding the telecommunications systen, 
boosting demand for technologically advanced products. Italy will 
look to the United States, the recognized leader in this field, 
as a principal supplier. Italian imports from the United States 
are expected to grow about 12 percent through 1990, and the 
United States is expected to increase its 1986 market share of 
26.1 percent. 


Medical Equipment: The Italian market for medical equipment is 
expanding, especially in the high-tech fields of imaging, NMR 


scanners and other neurological equipment, digital radiology, and 
cardiology equipment. Unable to meet these needs from domestic 
sources, Italy will continue to rely on foreign suppliers 
offering state-of-the-art apparatus and excellent after-sales 
service. U.S. medical equipment manufacturers can expect to 
compete well in the highest level technologies, especially as 
their products are now relatively cheaper following the decline 
in the dollar’s value. 


Pollution Control Instrumentation, Systems and Technology: 
Italian authorities are under increasing pressure to place more 
controls on polluting industries. Stricter enforcement of 
existing regulations, combined with new legislation to control 
air, water and soil contamination, will induce private and public 
industries to install more pollution control devices, thus 
increasing the market size for such equipment in Italy. U.S. 
antipollution products were in second place among Italian imports 
in 1986, behind West Germany and just ahead of France. U.S. 
technological advantages and product innovation are appreciated 
in Italy, and American prices, until recently considered high, 
are now more competitive under conditions of a weakened dollar. 
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Electronic Components: Italy does not possess the level of R&D 
or the industrial scale needed to meet the growing demand for 
many types of sophisticated electronic components. To satisfy 
this demand, Italy’s imports are expected to show an average 
annual growth rate of 10 percent through 1990. Competition from 
European and Japanese sources is tough, but American companies 
can succeed in areas traditionally dominated by American 
technology, particularly the EDP and defense industries. 


Agricultural Products: In the agriculture sector, producers of 
high value fresh produce, food ingredients, and food products 
will find Italy an attractive market, especially for prepared 
food products, citrus, almonds, fruit juices, beer, essential 
oils and flavorings. In addition, agricultural high-tech inputs 
from the United States, such as bovine semen and seeds, are 
sought after by Italian buyers. 


Investment in Italy: American investment in Italy continues to 
benefit from Italy’s own economic growth, the improved financial 
health of many industrial firms, Italy’s strong entrepreneurial 
spirit, and confidence on the part of Italian investors 
themselves. While Italian Governments tend to change frequently, 
investment conditions are stable, and Italy’s political and 
military relationship with the United States is close. 


According to the most recent (1985) study by the American Chamber 
of Commerce in Italy, the number of U.S.-owned companies in Italy 
had risen 20 percent since 1982. The number of American 
industrial companies had risen by 9.6 percent, commercial firms 
by 22.2 percent, and service companies by 39 percent. These 
American firms employed over 200,000 Italians and accounted for 

6 percent of all Italian exports. While the number of U.S. 
industrial firms in Italy now is levelling off, the value of 
American capital investment in Italy continues to grow, as does 
the number of U.S. commercial and service companies. 


Export of U.S. Financial Services: The rapid growth of Italy’s 
financial markets and the creation of new financial 
intermediaries such as mutual funds provide opportunities for 
U.S. financial service companies. The gradual reduction in 
controls on investment abroad by Italians has opened additional 
opportunities to U.S. financial companies. The government has 


maintained a relatively open attitude toward U.S. firms in this 
sector. 








